May 8, 2000

Robert Bi shop

Assi st ant Manager

Fi nanci al Anal ysis Division
I1'linois Comrerce Comm Ssion

527 East Capitol Avenue
Springfield, Illinois 762794-9280

Re: April 26, 2000 Questions From Neutral Fact Finder
Dear M. Bishop:

On April 26, 2000, the Illinois Conmerce Conm ssion Staff
circulated a nmenorandum from M. Peter Hoffman, the neutral fact-
finder ("NFF"') nost recently appointed by the Comm ssion. The
menor andum f ol | owed di scussions held on April 11 and 12, 2000,
between the NFF, the Illinois Comrerce Comm ssion Staff, Illinois
electric utilities, and Alternative Retail Electric Suppliers.
The April 26 nmenorandumdirects interested parties to deliver
responses, by May 5, to two questions presented by the NFF. The
guestions focus mainly on the authority of the NFF to adj ust
prices reflected in the contract summaries to conport with
"actual " market values at the tinme the NFF sets the market
val ues. Responses to the questions and replies will be forwarded
to the NFF. This letter constitutes the responses of Unicom
Energy, Inc. to the April 26 questions.

Question 1.

Does the Act provide the NFF with the ability to adjust
the prices reported in the contract summaries to be nore
reflective of actual market prices and/or peak and of f-peak
energy costs at the tine the NFF determ nes market values? |If
yes, provide proposed nmechanisns to do so and cite the provisions
of the Act that permt the NFF to do so.

Uni com Energy, Inc. supports efforts that allow the NFF to
derive market val ues of power and energy that conme as cl ose as
possible to the actual traded prices of power and energy. The
NFF process is |imted, however, by the law. The | aw sinply does
not give the NFF the discretionary power to "adjust the prices
reported in the contract summaries.” Rather, the Act requires
that the NFF derive nmarket val ues of power and energy solely and
directly fromthe contract summaries reported by utilities and
retail electric suppliers. See 220 ILCS 5/16-112(e) ("In
cal cul ating market values for electric power, the neutral fact-
finder shall weight contract prices . . ."); 220 ILCS 5/16-112(f)
("The neutral fact-finder shall base cal cul ations of the market
val ues for electric energy on the energy prices stated in the
contracts . . ."). In doing so, however, the NFF may take



into account the "defining characteristics" of each contract

whi ch, under Section 112(c) and the Comm ssion's orders, are to
be included in the contract summaries. Those characteristics

i nclude tenporal indicia such as season, peak, and off-peak.
Furthernore, for contracts that key energy prices to an index,

t he NFF nust devel op a wei ghted average i ndex, and nmust cal cul ate
mar ket val ues "using the wei ghted average index." 220 ILCS 5/16-
112(g). In short, the |law gives the NFF sonme discretion in

cal cul ating market values, but it limts the source of data to
which the NFF may refer to the information reported in the
contract summaries. Accordingly, the answer to Question 1 nust
be no.

Question 2.

If the NFF is permtted to adjust contract prices
reported to be nore reflective of actual market prices, what
information is required and how may the NFF seek and receive such
information? Cite the provision or provisions of the Act that
permt the NFF to seek and receive such information.

See answer to Question 1.

Si ncerely,

Dani el D. MDevitt

Attorney for Unicom Energy, Inc.

ccC: Patri ck Foster
Servi ce List
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